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to our shareholders 


The fiscal year covered in this report was a significant one for 
Wix in Canada for a number of reasons. 

One important change was the issuance of public stock since 
this resulted in many new shareholders joining our ranks. At this 
time itseems appropriate for me to welcome these new partners, 
with the assurance that your Company's officers are very 
conscious of their responsibilities, and with the hope that your 
association with Wix will be both lasting and profitable. 

The Canadian capital raised by our underwriting has provided 
a strong working capital base which | am confident will lead to 
new growth and earnings opportunities in the months and 
years ahead. 

The new funds will also enable Wix to take advantage of its 
unique position as a 40% shareholder in Wix International. This 
affiliated company has already made its mark with several 
offshore operations. A number of additional possibilities are 
now being explored and it is comforting to know that Wix in 
Canada has sufficient financial backing for virtually any oppor- 
tunity that may arise. 

While 1972 sales set a record for the Company, | regret to 
report that profits were lower, compared to 1971, thus inter- 
rupting what had been six years of consecutive growth. There 
were two main reasons for this reduction — first, the severe 
price competition that developed within our industry towards 
mid-year, with an acceleration of this adverse situation towards 
year end. At the same time, Wix in Canada faced a production 
problem when we tried to push our present facilities beyond 
their capacity. 

Starting in 1971, we had anticipated that this situation might 
occur in our present plant facilities, with the result that your 
Company purchased an additional 2/2 acres of land, anda 
27,000 sq. ft. plant on Northline Road. However, we now realize 
that production requirements have again outstripped our capa- 
bilities, and we are planning much further ahead, in anticipation 
of first, a continuing growth market for filters and also, the 
prospects that new filter applications will emerge, thus calling 
for increased production capabilities. 

Measuring needs against potential, your Directors have just 
completed the purchase of a 21-acre building site in Pickering 
Township, with the view that this land-property acquisition will 
absorb our growth for many years to come. Currently we are 
planning a 100,000 sq. ft. building that will be used initially as a 
distribution warehouse centre, to be followed by manufacturing. 

As in the past, we will continue to increase our investment in 
automated production machinery where it is warranted by 
volume. This should enable us to overcome competition that 
has become more forceful in recent years, and we would expect 
to turn higher sales into increased profits. 


In addition, your Company continues to examine channels for 
diversification. Primarily, however, we are looking for candi- 
dates that have some kinship to our present operations and we 
hope that any acquisition could make an immediate contribution 
to earnings. 

In research we are quite optimistic, even while we realize it is 
often a long step from sophisticated technology to actually 
reaching a point of production — and beyond that to the level 
where new development programs will actually contribute to 
profit. | might add that our Eco-Tec subsidiary now appears to 
be gaining momentum and we are particularly encouraged by 
recent interest that has been shown in these products by poten- 
tial customers in the United States as well as Canada. The unique 
recycling process for chromic acid rinse waters has been under 
development for several years. Now we are hoping it will con- 
tribute to future profits of our Company, while at the same time 
reduce pollution. In addition, our studies indicate conclusively 
that Eco-Tec recycling will provide a payback to the customer 
rather than becoming just another expense for anti-pollution 
equipment. 

In summary, therefore, it is apparent we are operating ina 
very competitive business, as are most automotive products, yet 
the filter business has shown phenomenal growth during the 
past few years, and we expect this growth to continue with a fair 
rate of return for your Company. Currently, filters are second 
only to sparkplugs in the aftermarket parts volume — which 
indicates how substantially the market has proliferated in a 
relatively short period. Looking ahead, we see further impetus — 
in Canada and elsewhere. 

There is no doubt in our minds that filters will become a 
world business, and | am certain that Wix of Canada will have 
its share. 

Again, on behalf of the Board of Directors, | welcome new 
shareholders to the Company and | also express our thanks to 
Wix employees, suppliers and customers for their continued 
loyalty. 

In retrospect, Wix utilized the 1972 fiscal period to establish a 
solid groundwork for renewed growth and expansion. At this 
early stage of 1973 the outlook is encouraging. 


L. W. Nourse 


President 
Wix Corporation Limited. April 18, 1973 


some of 
the many 
applications 
of wix filters 


Wix provides a complete line of filters 
for internal combustion engines — 
which means, in this expanding indus- 
try, more than 600 different filters are 
now manufactured in a variety of 
shapes and sizes for specific customer 
needs. 

Wix filters have two things in 
common: 


They are all designed to improve 
engine performance 


They are individually engineered for 
use in boats, cars, trucks, planes and 
other applications 


To illustrate the range of Wix filters: 


The largest CX4N65 filter measures 
a full 36 inches by eight inches. It’s 
used in diesel locomotives. 

In contrast, the smallest Wix filter — 
the WF44 — is no larger thana thimble. 
Yet it plays an equally important 
cleansing role in the carburetor of a car. 


people 
of WIX 


For 31 years Wix Corporation has shown 
a consistent growth pattern—which can 
be attributed in large part to the loyalty 
and dedication of ‘“Wix People’’. 

This applied in 1942 when the Com- 
pany’s six original employees worked 
on a single production line. 

It still applies today when Wix occu- 
pies two modern plants in Toronto — 
where 400 Wix employees contribute 
towards a manufacturing process which 
is much more sophisticated, but still 
requires human expertise. 

During these 31 years the Company 
has gone through successive periods of 
expansion: 


The manufacturing process is now fully 
integrated as basic raw materials are 
converted into individual components, 
and these are then assembled into fin- 
ished filter products. 


Wix has broadened its product lines to 
include a wide range of filter applica- 
tions. 


The Company has achieved internation- 
al status through its equity position in 
Wix International, with subsidiaries in 
the U.K., New Zealand and, most re- 
cently, Malaysia. 


In addition to its successful base i 
manufacture, sale and distribution o 
filter products, Wix has a promisin 
anti-pollution subsidiary in Eco-Te 
Limited — where reaction to a new re 
cycling process for chromic acid ha 
been encouraging. 


These are just a few of the changes tha 
have taken place since Wix was founde: 
more than three decades ago, com 
mencing its operations on the uppe 
floor of a Toronto parking garage. 

At that time, during a pioneer phas 
in the filter industry, Wix employee 
packed cotton material into knitte 
containers, creating “cotton depth fil 
ters’. With the emergence of high 
performance engines and their require 
ment of full-flow filters, new filterin; 
medias were developed. Thus, Wix es 
tablished its base in the filter field, anc 
the company has continued to broade 
its filter line. 

Production is now centred in 
128,000 square foot plant in Toront 
while additional company-owned facili 
ties of 27,000 square feet are maintaine 
nearby. 


Overall, Wix produces some 2,200 
filter models (allowing for proliferation 
among 600 basic filter types), and each 
individual application involves the pre- 
cision processing of cotton, paper, fibre 
glass, stainless steel or other raw 
material. 

: While the automotive market ac- 
} 


counts for approximately 90 per cent of 
Wix’s Canadian sales, a visitor to this 


| 


highly-streamlined operation would be 
: impressed by the day-to-day variety of 
output. Indeed, as new filter applica- 
tions have emerged, Wix has developed 
technology and expertise to meet these 
needs. As a result the one-time garage 
operation has become one of four major 
manufacturers of oil, air and fuel filters 
in Canada. 

Since inception benefits from the U.S. 
have played an important role in the 
growth and development of Wix Can- 
ada, including an exchange of technical 
information and also the right of Wix 
Canada to use the well-established Wix 
name for its products. 

Under arrangements with Wix U.S., 
-Wix Canada has manufacturing and dis- 
tribution rights for the British Common- 
wealth, a format which has enabled Wix 


future as well. 


Canada to establish successful opera- 
tions in New Zealand and the U.K., with 
a recent expansion into Malaysia. As 
part of the public underwriting agree- 
ment Wix Corporation of the United 
States reduced its holding in Wix Canada 
to approximately 40% and Wix Canada 
acquired a 40% interest in Wix Inter- 
national, which now has major expan- 
sion plans underway for additional off- 
shore operations. 

Expansion has been a Wix trademark. 

Yet on final analysis the Company’s 
success story from 1942 to 1973 has 
been written by Wix people. 

At all levels—management, research, 
office staff, sales, production — they 
have played a decisive role in growth 
and development. 

That has been our history; it’s our 


consolidated balance sheet 


DECEMBER 31, 1972 
(with comparative figures at December 31, 1971) 


CURRENT ASSETS 

Cash 

Accounts receivable 
Income taxes recoverable 
Inventories (note 2) 


Prepaid expenses 


INVESTMENTS 


Shares in other companies, at cost plus equity in 


undistributed earnings since dates of acquisition (note 3) 


FIXED ASSETS (note 4) 
Land, buildings and equipment, at cost 


Less accumulated depreciation 


OTHER ASSETS 


1972 


$ 369,056 
904,460 
103,730 

1,697,906 
46,775 
3,121,927 


581,815 


2,576,302 
1,003,732 
1,572,570 


91,654 


$5,367,966 


1971 


$ 1,287 
646,494 
1,533,946 
36,788 
2,218,515 


507,505 


2,439,366 
885,330 
1,554,036 


37,538 


$4,317,594 
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WIX CORPORATION LIMITED (Incorporated under the laws of Ontario) 


and subsidiary company 


1972 

CURRENT LIABILITIES 

Bank loans, against which book debts and inventories 

have been pledged $ 22,385 
Accounts payable and accrued liabilities 434,489 
Payable to affiliated company 73,670 
Taxes payable 16,195 
Principal due within one year on long-term debt 16,248 
| 562,987 
LONG-TERM DEBT (note 5) | 554,191 
DEFERRED INCOME TAXES 255,000 


CAPITAL STOCK (note 6) 


Authorized 
850,000 Common shares without par value 


Issued 
721,803 Common shares (1971, 414,988 shares as subdivided) 2,018,979 


PREMIUM ON ISSUE OF COMMON SHARES is 


RETAINED EARNINGS 1,976,809 
3,995,788 
$5,367,966 


Approved by the Board beg ae 


Director 


av 2 
Director 


1971 


$ 803,451 


398,466 
63,336 
20,612 
15,027 

1,300,892 


858,144 


212,000 


59,284 


69,160 


1,818,114 
1,946,558 


$4,317,594 


consolidated statements 


YEAR ENDED DECEMBER 31, 1972 
(with comparative figures for 1971) 


Net sales 


Cost of sales and expenses other than undernoted 


Interest on long-term debt 


Depreciation (note 4) 


Other income 


Income taxes 


Current 


Deferred 


Equity in earnings of other companies 


Net income for the year 


Net income per share (note 7) 


Balance at beginning of year 


Net income for the year 


Dividends paid 


Balance at end of year 


1972 
$6,211,969 


5,844,728 
51,476 

_ 124,782 
6,020,986 
190,983 
66,686 
257,669 


71,000 
43,000 
114,000 


143,669 
74,310 


$ 217,979 


1972 
$1,818,114 
217,979 
2,036,093 


59,284 
$1,976,809 


1971 
$5,535,997, 


4,934,897 
63,873 
108,660 
5,107,430 
428,567 
38,890 
467,457 


167,000 
50,000 
217,000 


250,457 
61,568 


$ 312,025 


1971 
$1,506,089 
312,025 
1,818,114 


$1,818,114 


WIX CORPORATION LIMITED 
and subsidiary company 


Operations 

Net income for the year 

Items not involving current funds 
Depreciation 

Deferred income taxes 


Equity in undistributed earnings of other companies 


Proceeds of issue of common shares 
Conversion of debentures 


Sale of fixed assets 


Additions to fixed assets 
Decrease in non-current portion of long-term debt 
Dividend paid 


Increase in other assets 


Increase (decrease) in working capital 


Working capital at beginning of year 


1972 


1971 


$ 217,979 $ 312,025 


124,782 108,660 
43,000 50,000 
(74,310) (50,456) 

311,451. 420,229 

1,875,035 oe 

15,500 S 
1,758 457 
2,203,744 420,686 

145,074 —-517,838 

303,953 15,046 
59,284 ae 
54,116 1,959 

562,427 534,843 

1,641,317. (114,157) 

917,623 1,031,780 


Working capital at end of year 


To the Shareholders of Wix Corporation Limited 


We have examined the consolidated balance 
sheet of Wix Corporation Limited and subsidiary 
company as at December 31, 1972 and the consoli- 
dated statements of income, retained earnings and 
source and application of funds for the year then 
ended. Our examination included a general review 
of the accounting procedures and such tests of 
accounting records and other supporting evidence 
as we considered necessary in the circumstances. 


$2,958,940 $ 917,623 


February 9, 1973 Toronto, Canada 


In our opinion these consolidated financial state- 
ments present fairly the financial position of the 
companies as at December 31, 1972 and the results 
of their operations and the source and application 
of their funds for the year then ended, in accord- 
ance with generally accepted accounting principles 
applied on a basis consistent with that of the 
preceding year. THORNE, GUNN & CO 

Chartered Accountants 


notes 


TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1972 


1. BASIS OF CONSOLIDATION 

These financial statements include the accounts of 
Wix Corporation Limited and its 70% owned sub- 
sidary, Eco-Tec Limited, which was incorporated in 
November 1970 and was still at a development stage 
at December 31, 1972. The minority interest is im- 
material and is not set forth separately in the balance 
sheet. 


2. INVENTORIES 


1972 1971 
Raw materials $537,026. ba 402,100 
Work in process 161,085 110,209 
Finished goods 999,795 991,586 


$1,697,906 $1,533,946 


Raw materials are valued at lower of standard cost 
and replacement cost. Work in process and finished 
goods are valued at lower of standard cost and net 
realizable value. 


3. INVESTMENTS IN SHARES OF OTHER COMPANIES 
At December 31, 1971, the company owned 50% of 
the outstanding shares of Wix Corporation New 
Zealand Limited and 49%, with an option to purchase 
an additional 1%, of the outstanding shares of Wix 
Corporation (U.K.) Limited. In 1972, the company 
transferred its interest in these companies to Wix 
International Corporation in exchange for 40% of the 
issued shares of that company. 

Net income includes the company’s equity in the 
earnings of Wix New Zealand, Wix (U.K.) and Wix 
International. 

Earnings of those companies have been translated to 
Canadian dollars at average exchange rates prevailing 
during the period. 


4. FIXED ASSETS 


1972 1971 
Accumulated 
Cost depreciation Net Net 
Land 
$ 137,945 $¢ 137,945 $ 135,116 
Buildings 


1,079,655. $4 223,891 855,764 873,847 
Machinery and equipment 
907,601 462,021 445,580 420,302 
Tools and dies 
328,645 242,606 86,039 83,287 
Other 
122,456 75,214 47,242 41,484 
$2,576,302 $1,003,732 $1,572,570 $1,554,036 


Depreciation policy 


Depreciation is provided on a straight line basis at 
the following annual rates: 


Buildings 2% 
Machinery and equipment 843% 
Tools and dies 333 % 


Other 10% to 30% 


5. LONG-TERM DEBT 
1972 1971 
8% Mortgage, maturing April 10, 
1988, payable $4,349 monthly 
including principal and interest $463,939 $478,971 
Less principal included in current 
liabilities 16,248 15,027 


447,691 463,944 


Debentures payable 
7% due February 1, 1976, un- 

secured, convertible into com- 

mon shares on a basis of 175 

common shares for each $500 

debenture converted. 106,500 122,000 
Other 272,200 


$554,191 $858,144 


6. CAPITAL STOCK 
By certificate of amendment dated March 29, 1972 
the company’s share capital was amended by: 


(a) decreasing the authorized capital of the company 
by cancelling the 3,000 unissued preference shares 
with a par value of $100 each; and 

(b) changing and subdividing on a 7 for 1 basis the 
59,284 issued common shares with a par value of 
$1 each into 414,988 common shares without par 
value and changing the 140,716 unissued common 
shares with a par value of $1 each into 435,012 
common shares without par value. 


Shares were issued during 1972 as follows: 
Shares Consideration 
For cash by prospectus dated 
May 15, 1972 301,390 $1,875,035 
On conversion of debentures 5,425 15,500 


306,815 $1,890,535 


Options to purchase 13,125 common shares at $5.85 
per share are held by directors, senior officers and 
other employees of the company at December 31, 
1972. No option can be exercised prior to March 29, 
1974 and they expire on March 31, 1977. 

At December 31, 1972, 37,275 shares were reserved 
for conversion of the 7% unsecured, convertible 
debentures. 


7. NET INCOME PER SHARE 
Net income per share based on the weighted average 
of shares outstanding amounted to 36¢ in 1972. Shares 
reserved for employees’ options and conversion of 
debentures would not materiallydilute net income per 
share for that year. 
In 1971, net income per share was 75¢ based on the 
number of common shares outstanding after the 7 for 
1 subdivision of common shares on March 29, 1972. 
Pro forma basic net income per share for 1971 of 51¢ 
was Calculated after giving effect, as of January 1, 1971 
to the issue and sale of 91,390 common shares of the 
Company to Wix Corporation and 210,000 common 
shares of the Company to the public in 1972 and 
adjustments to income for: 
(a) the reduction in interest expense (net of income 
taxes) of $25,085 resulting from the retirement of 
bank loans and debentures; and 


(b) imputed earnings (net of income taxes) of $27,792 
assuming an annual after-tax return of 3/2 % on the 
portion of the proceeds of the issue of common 
shares applied to increase cash. 

Pro forma fully diluted net income per share for 1971 

of 48¢ also gives effect to the conversion into com- 

mon shares of the 7% Convertible Debentures, the 


WIX CORPORATION LIMITED 


SUMMARY OF OPERATIONS 


YEAR ENDED DECEMBER 31, 1972 
(with comparative figures for 1971) 


Gross sales 

Net sales 

G ross profit 

Excess pension contributions 
Bonuses i 
Depreciation 

Interest 

Mortgage 

Debentures 

Other 


Income before income taxes and equity in 
earnings of other companies 


Equity in earnings of other companies 
Net income for the year 

Book value per share 

Working capital 


Current ratio 


issue of common shares to satisfy employee stock 
options granted in 1972 and the resulting adjustments 
to income (net of income taxes) of $7,009. 


8. OTHER STATUTORY INFORMATION 


Remuneration of directors and _ senior officers 
amounted to $124,400 (1971, $113,243). 


1972 % 1971 % 
$7,502,097 $6,582,318 
6,211,969 100.00 5,535,997 100.00 


4,330,949 21.42 «1,519,128 27.44 


5,000 08 22,000 39 
29,455 47 44 833 80 
124,782 2.01 108,660 1.96 


37,094 50 38,239 .69 
14,382 23 25,634 46 
21,712 35 26,806 48 


257,669 4.15 467,457 8.44 


74,310 1.20 61,568 fie 

217,979 3.51 312,025 5.63 
5.94 4.69 
2,958,940 9175023 


5.5531 1.7031 


THE GOLD STANDARD IN FILTRATION 


/\ 
WIX CORPORATION LIMITED, TORONTO, CANADA 
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